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POST-HEARING BRIEF OF THE ATTORNEY GENERAL

The Attorney General of the Commonwealth of Kentucky, by and through his
Office of Rate Intervention, submits this Post-hearing Brief.

The District seeks to increase its rates. While the formulas and calculations
serving as the numerical basis for the District’s request are important, the principles
that guide the rate-making process are paramount. In this case, the District's request
runs contrary to rate-making fundamentals in several regards.

First, the District has removed from the test year revenues associated with sales
for resale to Boone County Water District and the City of Florence. The District has not
removed corresponding variable operating expenses. Thus, the District has extracted
one aspect of the test year without extracting its natural counferpart. The result is
contrary to a basic principle of rate-making (consistency) and the Commission’s Order
in 2002-00105. Acceptance of this treatment would set a bad precedent.

Further, on this point, the District was requested during the pre-hearing
overy phase to show the calculations and assumptions to determine the operating

disc

: ssociated with the removed sales of water. It did not provide the
e savings

expens



information in its response, Accordingly, the Attorney General recommends the yse of
40 cents per 1,000 gallons as the appropriate Operating expense cost for the removed
sales. The 40 cent per 1,000 gallon amount is consistent with the Commission’s Order,
and precedent on this point, in Case No. 2002-00015.

While the District - at the 11* hour - gig submit a worksheet showing a
calculation of variable costs with a lower per 1,000 gallon unit cost, the submission

should be ignored, (In passing, the District should not be allowed to ignore a discovery

the record of Case No, 2002-00015 including the evidentiary Support for a .40 cent per
1,000 gallons variabie cost amount. The District did not demonstrate that the
“recalculation” wag consistent with the calculation in Case No, 2002-00015, and it does

not offer any compelling grounds to change the cost rate,

the adjustment should be $32,152. To the extent that the District submits post-test
period evidence regarding Other Insurance, the traditional known and measurabje
standard is adequate to determine the appropriate treatment.

The District’s test year includes Operating expenses in the amount of $30,008 for
e

hased from the City of Newport. This amount should be removed from the
water purchas



resulting from its bond refinancings are known and measurable. The more recently
updated debt service €osts numbers should be uged for ratemaking purposes,

It appears that the District double-counted $21,535 in test year revenues for

projects, but it uses the assumption that only 4 percent of new connectiong will
actually connect in the test period.

The bond issuance was not actually incurred by the District within the test year.
Yet, the District reflects the full annualized debt service requirement for this issuance
for ratemaking purposes. It is simply inconsistent for the District to fully reflect the

new incremental debt service requirement — not actually incurred inside the test year —

and not fully reflect the incremental revenues,



Respectfully submitted,
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